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ECB WORKSHOP ON THE ANALYSIS OF THE MONEY MARKET 
 
On 14 and 15 November 2007, Alain Durré, Huw Pill and Diego Rodriguez-Palenzuela of the ECB’s 
Monetary Policy Stance Division organised a central bank workshop titled “The Analysis of the Money 
Market: Role, Challenges and Implications from the Monetary Policy Perspective”. This workshop 
provided an opportunity for participating central bank experts to exchange views and foster debate, also 
in interaction with international organizations and academic institutions. The first day of the workshop 
addressed issues related to the macro-perspective of the money market, drawing on the experiences of a 
large number of countries. The second day adopted a micro-perspective on the money market, looking 
in particular at trading behaviour in the overnight money market and its implications for the evolution 
of spreads. 
 
A first version of this paper was presented at this workshop. The papers presented at the time of the 
workshop did not consider the potential implications of the financial turmoil for the results of the 
paper, given that the tensions in money markets emerged in August 2007. The published version of 
these papers represents an update of the original paper, which incorporates the discussion which took 
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In this paper the probability of informed trading (PIN) model developed by Easley and 
O’Hara (1992) is applied to analyze the role and impact of heterogeneities in euro over-
night unsecured market. The empirical assessment of the functioning of this market is 
based on the PIN which measures the ability of traders to interpret signals on the 
expected evolution of the overnight rate. Results show that between 2000 and 2004 a 
heterogeneous learning process of market mechanisms within participants could be 
observed, whereas such asymmetries have been sharply decreasing since 2005. This is 
reviewed against some significant events that occurred in the euro money market, such as 
the reform of the Eurosystem’s operational framework in March 2004 and the recent 
financial market turmoil, which has represented a break in the steady decline of 
asymmetries as evidence suggest. 
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Announcement of changes to the
Eurosystem's operational framework
Frequent FTOs
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Financial markets turmoil
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